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Loan in Gabon 


The International Bank for Reconstruction and 
Development on June 30 made a loan equivalent to 
US$35 million to the Compagnie Miniére de L’Ogooue 
(COMILOG), a company incorporated in the Repub- 
lic of Gabon, French Equatorial Africa. It is for a 
term of 15 years and bears interest of 6 per cent includ- 
ing the 1 per cent commission which is allocated to 
the Bank’s Special Reserve. Amortization will begin 
July 1, 1963. The loan is guaranteed by the Republic 
of France, the Republic of Gabon, and the Republic 
of Congo. 

Lazard Fréres & Co., New York, is arranging the 
private sale of maturities representing at least half the 
amount of the loan. Institutional investors are purchas- 

‘ing strips covering the whole 15 years of the loan. 
These are the longest maturities of a World Bank loan 
ever to be sold without the Bank’s guarantee. 

The loan will help to finance equipment and services 
for the development of extensive high-grade manganese 
‘deposits in the Republic. The opening up of the man- 
ganese deposits will diversify the Republic’s export 
products and provide an important new source of for- 
eign exchange, increasing the value of Gabon’s exports 
by perhaps as much as the equivalent of $16 million a 
year. The total cost of the project is estimated at the 
equivalent of $89 million. The Bank’s loan will be 
used to pay for imported goods and services; the 
remaining costs will be met in part by a loan equivalent 
to $7 million from the Caisse Centrale de Coopération 
Economique, a French Government agency responsible 
for making development loans in the French Commu- 
nity, and the remainder by the shareholders. 


Loan to Norway 


On July 8, the International Bank for Reconstruc- 
tion and Development made a loan equivalent to $20 
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million to the Kingdom of Norway for the further 
development of electric power facilities. The loan will 
help to finance the construction of two power plants, 
having a combined capacity of 168,000 kilowatts, and 
the construction of 350 miles of transmission lines to 
reinforce the power grids in middle and southern Nor- 
way and to connect them for the first time. The pro- 
ceeds of the loan will be made available to the 
Norwegian Watercourse and Electricity Board (NVE), 
an agency of the Norwegian Government. The new 
transmission lines will be built and operated by NVE. 
The hydroelectric power stations will be owned jointly 
by NVE and Nord-Trgndelag Electricity Works (NTE), 
an agency of the Province of Nord-Trgéndelag in which 
the plants are located. The two agencies will share 
equally in the cost of the plants and in their annual 
output of electric power. 

Construction of the power plants and transmission 
lines is scheduled for completion by the end of 1963, 
at a total cost estimated at the equivalent of $54 mil- 
lion. NVE’s share of the cost, $41 million, will be 
covered partly by the World Bank loan and partly 
by budget allocations; NTE’s share of $13 million 
will be met partly by the Province of Nord-Tréndelag 
and partly by a loan from the Municipalities Bank 
of Norway. In connection with the Municipalities 
Bank loan, the Kingdom of Norway intends to raise 
the equivalent of $12 million through two public bond 
issues in Sweden. 

The World Bank loan is for 25 years and bears inter- 
est of 6 per cent including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. 
Amortization will begin in March 1964. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., June 30 and July 8, 1959. 


IFC Investment in Chile 


The International Finance Corporation (IFC) ar- 
nounced on July 8 agreement to invest US$1.5 million 
in Compafiia Molinos y Fideos Carozzi (Carozzi), a 
Chilean corporation with about 2,000 stockholders, for 
the expansion of production of a variety of pasta (mac- 
aroni) products. The present Carozzi plant includes 
wheat mills and a macaroni factory located in Quilpué, 


near Valparaiso. To supply a large and growing market 
for its products, Carozzi is building a new wheat mill 
and macaroni factory in Nos, Chile; the plant will have 
a production capacity of 12,000 tons of pasta products 
annually, bringing total annual capacity to 36,000 tons, 
and will result in an increase in the number of em- 
ployees of Carozzi, from 750 to more than 1,000. 
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The IFC investment will help finance new equipment, 
packaging machinery, wheat storage silos, and ware- 
house facilities. The total cost of the new plant is 
estimated at $2.6 million. IFC’s investment of $1.5 
million will be in U.S. dollar notes, maturing by 1970 
and bearing interest, payable in U.S. dollars, at 6 per 
cent and additional interest, payable in Chilean pesos, 


Wheat Supplies and Exports of Major Exporting Countries 


Wheat supplies of Canada, the United States, Argen- 
tina, and Australia taken together were 2.2 billion 
bushels at the end of the first nine months (August 1958- 
April 1959) of the Canadian crop year, 22 per cent 
more than on the same date in 1958. While supplies 
in Canada and Argentina were reduced by 14 per cent 
and 10 per cent, respectively, those in the United 
States were increased by 44 per cent and Australia 
almost tripled its supplies. Canada’s exports of wheat 
and wheat flour during the nine-month period were 
slightly less than in the corresponding period of the 
previous year. Exports of the four countries together 
were 670 million bushels, 8 per cent more than last 
year, almost half being supplied by the United States. 
Shipments from the United States were 12 per cent 
more than in the previous year, from Argentina 37 per 
cent, and from Australia 12 per cent. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, June 23, 1959. 


U.S. Development Loan Fund Agreements 

In addition to the loan agreements signed early in 
June by the U.S. Development Loan Fund with the 
Spanish Government, the Transjordan Electric Power 
Company, and the Yugoslav Government (see this 
News Survey, Vol. XI, p. 398), the following agree- 
ments were signed during the month: 

June 3—$400,000 to assist Productos de Kenaf, a 
private corporation in Guatemala. It will assist in estab- 
lishing a factory to manufacture bags out of kenaf, a 
soft base fiber similar to jute. The project is expected 
to eliminate a foreign exchange expenditure of approxi- 
mately $1 million annually—the amount now spent to 
import bags used in shipping Guatemalan coffee. Also, 
it will promote diversification of agriculture by encour- 
aging farmers to grow kenaf. 

June 25—$1,350,000 to the Taiwan Aluminum Cor- 
poration, to help modernize and expand its plant at 
Kaohsiung. The expanded output is expected to stimu- 
late the fabrication of aluminum products in Taiwan 
and the use of aluminum in place of other metals, thus 
reducing imports. 

June 26—two loans, totaling $9 million, to Indonesia. 
One loan of $3 million is for the rehabilitation of about 
100 miles of railroad, which will make possible the 
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contingent on profits. In addition, IFC will receive an 
option to subscribe at par to ordinary shares of Carozzi. 

The IFC commitment is subject to completion of 
the necessary legal formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., July 8, 1959. 


tripling of the output of Indonesia’s largest coal mine. 
The other loan, $6 million, is for development and 
rehabilitation work at Indonesian harbors. Authoriza- 
tion of this loan had been announced early this year 
(see this News Survey, Vol. XI, p. 258). 

June 29—$18,750,000 to the Government of the 
Philippines, to help in the building and restoring of 
roads and bridges. The loan was approved in Febru- 
ary 1959 (see this News Survey, Vol. XI, p. 258). 

June 29-——$5 million to the Government of Libya, 
for the installation of electric power generating and 
transmission’ facilities. This loan supplements loans 
totaling $3.5 million for the electric power project which 
were made under the U.S. Mutual Security Program. 

June 29—$23 million to the West Pakistan Water 
and Power Development Authority, to finance foreign 
exchange costs of building secondary electric power 
transmission and distribution facilities in West Pak- 
istan. 

Sources: Department of State, Press Releases, Wash- 
ington, D.C., June 3, 25, 26, and 29, 1959. 


Europe 


U.K. Foreign Exchange Reserves 


The United Kingdom’s reserves of gold and converti- 
ble currencies rose by £19 million in June, to £1,133 
million. Special payments during the month amounted 
to £2 million on account of service on North American 
loans. Support costs of £12 million were received from 
Germany under the terms of the defense agreement; 
this transaction, however, did not affect reserves directly, 
since the sum was paid in the form of deutsche mark 
to the account of the Command Paymaster in Germany. 

Although reserves rose by £14 million in June 1958 
and £12 million in June 1957, the increase this year 
is regarded as extremely satisfactory, since the record 
is not affected by receipts from the European Payments 
Union (EPU). In earlier years, the June figures 
included transactions through the EPU that had taken 
place in May, which usually is seasonally better than 
June. 

The Financial Times suggests that traders may be 
becoming more conscious of exchange rate movements 
and are tending this year to anticipate the usual seasonal 





INTERNATIONAL FINANCIAL News Survey, July 10, 1959 


weakening of sterling. If this is true, advance pur- 
chases of foreign exchange may smooth the fluctua- 
tions in the foreign exchange reserves throughout the 
year. Moreover, the usual seasonal weakness of sterling 
in the early autumn may be partially offset this year by 
rather better earnings of other sterling area countries 
than occurred last year. 

Sources: The Financial Times and The Times, Lon- 

don, England, July 3, 1959. 


U.K. Exchange Control Measures 

The U.K. Treasury has made two further simplifica- 
tions of exchange control formalities. A form will no 
longer be needed to pay for imports of up to £500 
from outside the sterling area; previously, the limit was 
£250. From July 1, persons wishing to send private 
gifts ‘outside the ‘sterling area will not*be required to 
make a declaration on form CD3 if the gift is of a 
value of £100 or less; the present limit is £25. 


Source: The Times, London, England, July 1, 1959. 
Quarterly Balance of Payments Estimates for the United Kingdom 


The U.K. Chancellor of the Exchequer announced in 
the House of Commons on June 30 that the United 
Kingdom is to begin publishing a series of quarterly 
balance of payments estimates. These figures show that 
in the first quarter of 1959 there was a surplus on 
current account of £78 million; there was a trade deficit 
of £14 million and a surplus of £92 million on account 
of invisibles. In 1958, the current account surplus in 
the first quarter was £170 million and in the fourth 
quarter, £70 million. 

The provisional estimates for the first quarter do not 
give separate estimates for the long-term capital account 
and errors and omissions. Together, these items show 
a net outflow of £30 million, Overseas sterling hold- 
ings were reduced by £102 million, partly as a result 
of the repurchase of £71 million from the Fund in 
March (see this News Survey, Vol. XI, p. 383). The 
inflow of identified short-term capital amounted to £70 
million, and gold and convertible currency reserves 
rose by £25 million. 


Sources: The Times, London, England, June 30 and 
July 1, 1959. 


Industrial Outpul in the United Kingdom 


The May index of industrial production in the 
United Kingdom is provisionally estimated at 110-111 
(1954= 100), compared with 106 in May 1958. After 
adjustment for seasonal variation, the indexes for 
March and April have been revised upward to 109 and 
110, respectively. The average for the three months 
shows output as 3 per cent above the same period last 
year. 
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This upward trend in output reflects the trend indi- 
cated somewhat earlier by the unemployment figures. 
The latest figures show a further drop in the number 
out of work. The number of unemployed on June 15 
was 413,000, some 67,000 fewer than a month earlier. 
Expressed as a proportion of the estimated number of 
employed, unemployment for June was 1.9 per cent, 
compared with 2.2 per cent in May. 

The persistent drop in unemployment, comparable 
to the rise in the industrial production index (mainly 
in April and May), shows that a new phase has started. 
It reflects recovery in the steel industry, maintenance 
of output in the motorcar trade, and a continuing high 
level of activity in the chemical industry. Also, there 
are strong signs of recovery in the textile trade. 


Source: The Times, London, England, June 30, 1959. 


Capital Expenditure in the United Kingdom 

Provisional figures published by the Board of Trade 
show that the decline in expenditure on fixed capital 
by manufacturing industries in the United Kingdom, 
which had set in during the first half of 1958, con- 
tinued into the first quarter of this year; in that period, 
expenditure was 11 per cent less than in the first three 
months of 1958. In the last quarter of 1958, the 
decrease from the corresponding period a year earlier 
had been 5 per cent. 

In the first three months of this year, expenditure on 
plant and machinery, which accounts for a little over 
two thirds of the total, fell by 11 per cent; during the 
whole of 1958, this category of expenditure had shown 
no change from the previous year. Expenditure on 
commercial vehicles rose by 11 per cent this year, 
while that on building work fell by 16 per cent. Out- 
side manufacturing industry, capital spending continued 
to increase but not so sharply as in the second half 
of 1958. 

The value of manufacturers’ stocks and work in 
progress is provisionally estimated to have remained 
unchanged in the first quarter of this year. Since stocks 
normally rise during the first quarter of a year, the 
absence of any change is taken as an indication that 
manufacturers were still inclined to keep their stocks 
at a minimum. Divergent trends were shown by the 
various groups: stocks of raw materials and fuel fell 
by 1 per cent, work in progress showed no change, and 
stocks of finished goods increased by about 1% per cent. 
Source: The Financial London, 

June 19, 1959. 


Social Service Expenditure in the United Kingdom 


Social service expenditure on current account by all 
U.K. public authorities is estimated to have risen from 
£2,694.1 million in the financial year 1957-58 to 
£3,060.6 million in 1958-59. The mounting cost of 
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national insurance schemes is shown by the latest 
annual estimate of £995 million for 1958-59, compared 
with £775.5 million in 1957-58. 

Increases in national assistance benefits, which will 
cost an extra £32 million a year, were announced by 
the Minister of Pensions and National Insurance on 
June 15. The proposals, which will take effect on 
September 7, 1959, provide for increases in the rates 
of national assistance and in the amounts of income 
and capital which are disregarded in assessing need. 
The bill is expected to provide for an increase of 5s. 
a week, to 50s., in the scale rates of assistance for 
single householders and an increase of 9s., to 85s., 
weekly for married couples. The further allowance 
made for rent is also to be improved. Under the new 
arrangements, the main rates for national assistance 
will, in cash terms, be more than twice the 1948 rates; 
prices, as measured by the retail price index, rose about 
55 per cent over the same period. 
Sources: The Financial Times, 

June 12 and 16, 1959. 


Hire Purchase in the United Kingdom 

Provisional estimates made by the Board of Trade 
show that the total hire-purchase debt in the United 
Kingdom rose in May by £34 million—about 5 per cent 
—to a new peak of £727 million. This rise follows 
increases of £22 million in March and £27 million in 
April. By the end of May, the total debt had risen by 
no less than £227 million since the restrictions were 
first removed in October 1958. 

Durable household goods accounted for about one 
third of the increase in the total debt in May, but 
automobile sales were again the main reason for the 
increased credit business. Thus, the seasonal rise in 
motor vehicle business remains the greatest single factor 
in the growing hire-purchase debt. The latest figures 
show that the boom in sales of vehicles on hire-purchase 
terms gathered pace in June, and the total number of 
contracts completed for the month advanced to a new 
peak of 167,919, from 164,315 in May 1959 and 
115,158 in June 1958. 


Sources: The Times, London, England, July 1 and 4, 
1959. 


Netherlands’ Increased Fund Quota 

In the preamble to the bill introduced by the Nether- 
lands Government into the Second Chamber to author- 
ize a 50 per cent increase in the Netherlands’ quota 
in the Fund and a 100 per cent increase in its share 
in the subscribed capital of the International Bank for 
Reconstruction and Development, the Netherlands 
Government refers to the 18 months in 1956-57 when 
Dutch reserves declined by over f. 1% billion. It 
emphasizes that this and other experiences have shown 


London, England, 


INTERNATIONAL FINANCIAL News Survey, July 10, 1959 


the extent to which reserves are liable to sharp fluctua- 
tions, with risks of speculation which in turn make the 
situation still more difficult. The increase in the Neth- 
erlands’ right to draw on the Fund will, it is maintained, 
be a valuable instrument for meeting such contingencies. 


Source: De Tijd-De Maasbode, Rotterdam, Nether- 
lands, June 4, 1959. 


Social-Economic Policy of the Netherlands Government 


The Netherlands Government has informed Parlia- 
ment of the main lines of a social-economic policy that 
it intends to follow in the near future. Rent controls 
will be abolished gradually; a general 20 per cent 
increase in rents for most dwellings, as from January 1, 
1960, is a step in this direction. Subsidies for housing 
construction will be decreased by some 15 per cent, 
and the temporary real estate tax reductions will be 
abolished. As from the same date, the retail price of 
milk will increase by 4 cents per liter through abolition 
of the existing consumer subsidy on milk. To compen- 
sate for the resulting increases in the cost of living, 
controlled wages and pensions will be increased by 
2% per cent and family allowances by 4-5 per cent. 
The Government favors further relaxation of direct con- 
trols, and especially the return to a system of free 
determination of wages. Henceforth, the Government 
will not object to wage increases that result from col- 
lective bargaining on an industry-by-industry basis, 
provided such wage increases do not entail price 
increases and do not exceed the national average 
increase in productivity. The Government will study the 
feasibility of having legal minimum wage rates. 

The Government continues to attach great import- 
ance to a further reduction of the budget deficit. 
Because of the upswing in economic activity, it is 
expected that the Government will not be able to obtain 
as much money in the capital market in 1960 as in 
the first half of 1959. Under these circumstances, the 
existing temporary increases in company, capital, and 
turnover taxes and in certain import duties will be pro- 
longed. The only tax alleviation to be introduced is 
a lower income tax rate for unmarried people. 

It is estimated that the various measures together will 
result in a decrease of some f. 130 million in budget 
expenditure and an increase of f. 325 million in revenue. 


Source: Nieuwe Rotterdamse Courant, Rotterdam, 


Netherlands, June 26, 1959. 
Danish Loan Floated in Switzerland 


A loan to Denmark of Sw F 50 million (about 
US$11.5 million) at 4% per cent has been taken up by 
a group of Swiss banks headed by the Union Bank of 
Switzerland. A portion—Sw F 5 million—has already 
been sold, and the remainder will probably be offered 
for public subscription between July 10 and 15. The 
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loan, which will be used to augment Denmark’s cur- 

rency reserves, will be issued at par and redeemed after 

15 years. 

Source: The Journal of Commerce, New York, N.Y., 
July 7, 1959. 


Revision of Norway's Import Duties 


The Norwegian Ministry of Finance has announced 
that effective January 1, 1960 machinery, equipment, 
and parts may again be imported duty free if it can be 
proved that similar equipment is not produced domes- 
tically. Since the suspension in February 1954 of the 
previous exemption for machinery imports, the duty 
on imported machinery has been between 10 and 20 
per cent. 

Tariff rates for mixed yarn of terylene and wool, 
refrigerator compressors, certain electric motors, and 
deep-freeze units and compartments for home use have 
been increased, whereas certain other tariff rates have 
been reduced somewhat. 

Handels og Sj@fartstidende, Oslo, 
Norway, July 1, 1959; The Journal of Com- 
merce, New York, N.Y., July 7, 1959. 


Rationing of Automobiles in Norway 

Norway's rationing of automobiles will not be abol- 
ished this year, but some of the restrictions on trucks 
will be lifted this autumn, the Minister of Commerce 
stated in a recent speech in the Parliament. The Min- 
ister promised, however, that rationing will be ended 
as soon as the foreign exchange situation permits. He 
expects imports of automobiles to increase considerably 
when rationing is lifted, and this is more than the coun- 
try can afford this year, in view of the anticipated large 
balance of payments deficit. 

According to preliminary figures published by the 
Central Bureau of Statistics, there was a current account 
deficit of NKr 410 million during the first four months 
of 1959. As a result of extensive borrowing abroad, 
mainly in connection with imports of ships, Norway’s 
net foreign exchange reserves rose by about NKr 50 
million (US$7 million) during this period; at the end of 
April, they totaled NKr 2,480 million ($345 million). 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, July 2, 1959. 


Bank Credit in Sweden 

According to the Swedish Bank Association’s half- 
yearly report, credit granted by the commercial banks 
rose by SKr 578 million (US$111 million), or 5.2 per 
cent, between November 1958 and May 1959. The 
largest increases were in credits extended to the trade 
and services sectors (SKr 176 million), the building 
trade (SKr 145 million), and transport and communi- 
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cations (SKr 125 million). Industrial credit fell by 
SKr 65 million in the year ended May 1959, and by 
SKr 40 million in the six-month period from Novem- 
ber 1958 to May 1959, while over the same two periods 
advances to private individuals rose by SKr 130 million 
and SKr 84 million, respectively. The fact that lending 
to industry declined, despite the rise in capital invest- 
ment coupled with the deterioration in industrial profits, 
was due to the reversal of the stockbuilding policy 
followed in the period 1955-57 and to the increase in 
liquidity. Of the increased amount extended to the 
trade and services sectors, the greater part went to the 
automobile trade, whose borrowings rose by SKr 91 
million in the six-month period and by SKr 118 million 
in the year ended May 1959. Between May 1955 and 
May 1959, the proportion of commercial bank credit 
absorbed by the wholesale and retail trades rose stead- 
ily, from 23.4 per cent to 24.4 per cent. The largest 
relative increase over the same period, however, was in 
the volume of credit to the transport and communica- 
tions sector, which rose from 3.5 per cent to 5.4 per 
cent of commercial bank credit. Most of this increase 
went to shipowners, whose credit requirements have 
risen because of the shipping recession during the last 
few years. 

Source: Svenska Dagbladet, Stockholm, Sweden, 

June 28, 1959. 


ICA Loan to Iceland 

The U.S. International Cooperation Administration 
(ICA) has granted Iceland a $3 million loan to be used 
to finance essential commodity imports, similar to those 
financed by the ICA loan of December 1957 (see this 
News Survey, Vol. X, p. 218). The loan is for 18 years 
and is repayable in dollars; the interest rate is 34% 
per cent. 
Source: The Washington Post and Times-Herald, 

Washington, D.C., June 25, 1959. 


Completion of Saar Union with Germany 


Following the transfer on July 6 of the Saar from 
French to German economic control, the French franc 
will be replaced by the deutsche mark as the currency 
of the Saar. The currency shift will be handled by 600 
conversion centers. Exchange will be possible within 
five days of July 6. Up to DM 40 billion of French 
francs exchanged at a rate of F 117 per deutsche mark 
will be paid to the Bank of France; this is a gift equiva- 
lent to US$93.3 million. The remainder will be cred- 
ited in the Bank of France to the Federal Republic of 
Germany. 

Price changes as a result of the transfer have varied; 
for example, the price of gasoline fell more than 10 per 





14 


cent, while postage became more expensive. The gen- 

eral cost of living is expected to decline. 

Source: The Washington Post and Times-Herald, 
Washington, D.C., July 6, 1959. 


Middle East 
Suez Canal Traffic 


There was a general increase in traffic in the Suez 
Canal in the first quarter of 1959 compared with the 
same period of 1958. A total of 4,427 ships with a 
net tonnage of 53.6 million tons passed through the 
Canal, against 4,288 ships with a net tonnage of 36.6 
million tons in the first quarter of 1958. U.K. ships 
continued to account for more than 20 per cent of the 
total, followed by Norway, Liberia, Italy, and France. 
Crude oil and, oil products accounted for over two 
thirds of the goods shipped through the Canal; they 
amounted to 24.7 million tons, of which 21.4 million 
tons were northbound. 

Source: Middle East Economic Digest, London, Eng- 
land, May 29, 1959. 


Budget of the Sudan 

The Sudan’s ordinary budget for the fiscal year begin- 
ning July 1, 1959 estimates expenditure at LSd 42.8 
million and revenue at LSd 42.9 million. In the pre- 
vious year, the estimates were LSd 38.3 million for 
expenditure and LSd 39.0 million for revenue. The 
revenue estimate for 1959-60 is thus substantially 
higher than in the previous year, but considerably below 
revenue in 1956-57 or in 1957-58. 

The separate development budget for the new fiscal 
year has not yet been announced. A general increase 
in import duties has been introduced, however, in order 
to help finance development projects, such as irrigation 
works in the Managil Extension, rural water supplies, 
and expansion of educational services. The standard 
rate of duty on a wide range of imports is being raised 
from 25 per cent ad valorem to 40 per cent. Among 
commodities subject to different rates, the duty on 
machinery, aluminum sheets, iron and steel, metallic 
structures, and building materials is being raised from 
10 per cent to 40 per cent, while the duty on household 
appliances is being increased from 50 per cent to 60 
per cent. Among textiles, the duty om grey cotton piece 
goods is increased from 15 per cent to 20 per cent; 
on bleached cotton piece goods, from 25 per cent to 
30 per cent; and on other textiles, from 40 per cent to 
50 per cent. 

In presenting the budget and announcing the in- 
creases in duties, the Minister of Finance stressed that, 
while the country is now on the road to recovery from 
the financial stringency of the past two years, the econ- 
omy continues to suffer from the effects of the decline 
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in cotton prices. “This means that until cotton prices 
improve or the production of other commodities is 
increased, the country has to accept some lowering of 
its standard of living and the scope and standard of the 
services rendered by the State.” The chief aims of the 
Minister’s economic policy are, therefore, to reduce 
expenditure to the bare minimum without affecting the 
basic fabric of existing services, to find the resources 
to finance urgent development schemes, to rebuild the 
foreign exchange reserves, to avoid inflationary ten- 
dencies, and to formulate changes in taxation on an 
equitable basis. 

Source: Middle East Economic. Digest, London, Eng- 

land, July 3, 1959. 


Cotton Cultivation in Israel 

Increasing attention has been paid in Israel in recent 
years to the cultivation of crops, such as cotton and 
groundnuts, which might favorably affect exports or 
reduce the demand for imports. Cotton growing was 
first introduced in 1953 on a 300-dunam area 
(1 dunam=0.2471 acre). By 1958 the acreage had 
increased to 60,000 dunams, and for 1959 it is envis- 
aged at 70,000 to 75,000 dunams. The yield in 1958 
amounted to about 5,000 tons, half the quantity 
required for local consumption. Since the cycle of 
growing, harvesting, and processing covers a period of 
not less than 18 months, cotton has been exempted 
from the restrictions which prevent farmers from receiv- 
ing credit simultaneously for two years’ crops. The 
Government guarantees the advances that are made and 
also provides direct subsidies of 20 per cent or more. 
Despite this encouragement, cotton growing has not 
been profitable in the face of rising wages and the cost 
of fighting the cotton weevil, and also because of the 
decline in world prices. The cost of each dollar saved 
or earned has been in the neighborhood of I£3. Indus- 
trial crops are not the most lucrative for the individual 
farmer, although the recent sharp drop in the profit- 
ability of poultry and dairy farming has reduced the 
gap between the rates of profitability for industrial crops 
and other branches of agriculture. 

Cotton growing has favorable reactions on unem- 
ployment as it requires a large number of unskilled 
farmhands during the general farming off season. The 
situation is different, however, in the collective farming 
sector, where there is a labor shortage, and experiments 
are being made with mechanized pickers. 

Source: Bank Leumi le-Israel B.M., Review of Eco- 
nomic Conditions in Israel, Tel-Aviv, Israel, 
May 1959. 


lraq and the Sterling Area 
On June 23, the Bank of England issued an exchange 
control notice to banks and stockbrokers consequential 
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on Iraq’s departure from the sterling area. The notice 

gives administrative effect to the removal of Iraq from 

the list of scheduled territories. 

Source: The Financial 
June 24, 1959. 


Pakistan's Budget 

The Pakistan budget for the year July 1959-June 
1960 estimates revenues at the equivalent of US$324.4 
million and expenditures at US$318.9 million. In pre- 
senting the budget, the Minister of Finance stated that 
inflationary tendencies had been checked, foreign 
exchange reserves had risen substantially, business con- 
fidence had been revived, and industrial production and 
investment activity had accelerated. The purpose of 
the budget is to provide the maximum of funds to 
further the development of the country, Corisistent with 
Pakistan’s resources, and without inflationary financing. 
First priority is to be given to development in agri- 
culture, where production has lagged behind the growth 
in population. It is not expected, however, that Pak- 
istan can become self-sufficient in foodgrains in the 
immediate future. The Minister emphasized the great 
contribution which foreign aid and loans have made to 
the development of Pakistan and the bridging of 
Pakistan’s external and internal accounts. The foreign 
aid has come mainly from the United States, the 
Colombo Plan, the International Bank for Reconstruc- 
tion and Development, and the Ford Foundation. 
Source: Release, Pakistan Embassy, Washington, D.C., 

June 30, 1959. 


Times, London, England, 


Far East 


Trade Agreement Between Ceylon and Mainland China 
An agreement signed by Ceylon and Mainland China 
provides for the exchange of 230,000 metric tons of 
Chinese rice for 30,000 metric tons of Ceylonese rubber 
in 1959. Mainland China has agreed to pay for the 
rubber at the weekly average Singapore market price 
in the week of purchase. For rice, indications are that 
a price of £30 17s. 6d. per ton applies to the first 
150,000 tons, and that the price for the remaining 
80,000 tons is to be negotiated at a later date. 
Sources: The Financial Times, London, England, 
June 16, 1959; Department of Agriculture, 
Foreign Crops and Markets, Washington, 
D.C., July 6, 1959. 


Thailand's 1959 Budget 


Thailand’s budget for 1959, which has been approved 
in general by the Constituent Assembly, estimates 
expenditure at 7,287 million baht and revenue at 5,950 
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million. The deficit of 1,337 million baht is to be 

financed by internal loans. 

Sources: The Bangkok Post, Bangkok, Thailand, 
April 16 and 23, 1959. 


Budget of the Federation of Malaya 

Revised budget estimates of the Federation of Malaya 
for the current year (calendar year 1959) place the 
government deficit at $M 131.6 million. Ordinary 
expenditure for the year was originally set at $M 873.8 
million, and estimated revenue at $M 759.8 million. 
The first supplementary estimates increased the deficit 
by $M 0.6 million; the second supplementary estimates 
added $M 6.9 million; and the third supplementary 
estimates have added another $M 10.1 million to the 
deficit. The increase in the third supplementary esti- 
mates is due mainly to an increase of $M 4.5 million in 
expenditures of the armed forces and of $M 4.4 million 
in expenditures of the Ministry of Works and Tele- 
communication. 


Source: The Straits Budget, Singapore, July 1, 1959. 
Banking Policy in Japan 


The Japanese Finance Ministry issued a circular to 
all banks in Japan on March 2 entitled “Some Points 
of Importance To Be Currently Considered in the Ad- 
ministration of Banks.” The Ministry urged that the 
ratio of loans to deposits should be maintained at 
80 per cent. (In the first half of the fiscal year 1958-59, 
the actual ratio was 104 per cent for city banks and 
83 per cent for local banks.) Notes and checks are 
excluded from the total of deposits, and notes under- 
written by the banks are deducted from the total of 
loans. The purpose of this rule is to prevent banks 
from taking up an “overloaned” position, and banks 
with a high monthly rate of loans are asked to submit 
a letter of explanation. 

Bank capital assets should also be strengthened by 
increasing the current ratio of floating funds to 30 per 
cent or more. The actual ratio has been 23.6 per cent 
for city banks and 26.1 per cent for local banks. A 
standard rate of 78 per cent is set down as the basis 
for ordinary payments against receipts. The current 
ratio has been 82.6 per cent for city banks and 76.4 per 
cent for local banks. 

The Finance Ministry expects the goals set forth in 
this circular to be attained within three years. 

Source: The Yamaichi Securities Co., Ltd., Investor's 
Digest, Tokyo, Japan, June 1, 1959. 


Other Countries 


Overseas Investment in Australia 
The capital inflow into Australia, which amounted 
to £A 136 million in 1957-58, is expected to reach 
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about £A 200 million in 1958-59. Government bor- 
rowing has accounted for a relatively small proportion 
of the total amount of overseas capital made available 
in Australia in recent years; and even after borrowing 
from the International Bank for Reconstruction and 
Development and bond issues in London, New York, 
Canada, and Switzerland, the total public debt of the 
Commonwealth Government outside Australia is not 
much larger than it was ten years ago. The proportion 
due in sterling has fallen. 

Most of the private investment in Australia has been 
by overseas companies establishing or supporting a 
branch or subsidiary in Australia. Portfolio investment 
has increased considerably in recent years, but in 
1956-57 it amounted to only £A 11 million, compared 
with £A 87 million invested in branches or subsidi- 
aries. Annual overseas payments on private invest- 
ments now exceed £A 50 million, while undistributed 
profits held in Australia are almost as large. 

Some form of guarantee of the right to repatriate 
capital has frequently been sought. It is argued, how- 
ever, that a guarantee by the government of a capital- 
importing country is only as good as the state of its 
international reserves, and that it is much more impor- 
tant to an overseas investor to have confidence in the 
stability of the government and the currency than to 
have an undertaking which possibly could not be 
enforced in the event of an emergency. 

Source: Bank of New South Wales, Review, Sydney, 
Australia, May 1959. 


South African-Rhodesian Trade Agreement 

Sir Roy Welensky, Premier of the Federation of 
Rhodesia and Nyasaland, has given formal notice that 
the present trade agreement with the Union of South 
Africa will be terminated when it expires in June 1960. 
At the same time, he announced his intention of nego- 
tiating a new agreement. 

Last year, South Africa had a favorable balance of 
£36 million in its trade with the Federation. The Rho- 
desians claimed that lack of elasticity in the agreement 
prevented anomalies from being removed. In addition, 
the Rhodesians were irked by some domestic measures 
taken by the South African Government without prior 
consultation with the Government of the Federation— 
for example, applying credit restrictions. 

The present agreement was negotiated between the 
two Governments. It is expected that businessmen of 
both countries will play a far more important part in 
negotiating a new agreement. 

Sources: The Financial Times, London, 
June 30 and July 1, 1959. 


England, 


INTERNATIONAL FINANCIAL News Survey, July 10, 1959 


Gold Production in South Africa 


The value of gold production in South Africa during 
April 1959 amounted to 1,653,706 fine ounces, exceed- 
ing £20 million for the first time on record. The native 
labor force rose to 384,234. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
June 1959. 


Assistance to Moroccan Mining and Handicraft Industries 

With a view to assisting national production, the 
Moroccan Ministry of National Economy has taken a 
number of measures to help the mining, manufacturing, 
and handicraft industries. Export taxes on lead, zinc, 
manganese, and cobalt will be reduced from 5 per cent 
to “% per cent. In approved circumstances, refunds 
will be made of the cost of power used in the operation 
of mines, and import taxes levied on certain products 
essential for the enrichment of minerals will be re- 
imbursed. 

Of the customs duties paid on raw materials and 
semifinished products used in the manufacture of 
handicraft products, 10 per cent will be refunded; and 
to help the most depressed handicraft sectors, bonuses 
of from 4 per cent to 7 per cent will be granted for 
exports of slippers, baskets, and handspun woolen rugs. 
Imports of foreign handicraft articles will be reduced 
within reasonable limits. 

Source: Embassy of Morocco, Economic News from 
Morocco, Washington, D.C., June 1959. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, July 1959, shows the 
following purchases in April 1959 under stand-by 
arrangements: Argentina, $3.0 million; Haiti, $0.1 mil- 
lion; and Peru, $2.5 million. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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